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European Economic Policies in 1959-60 


The Secretariat of the UN Economic Commission for 
Europe reports that prospects for further economic 
expansion in 1960 are viewed with confidence in Italy, 
Belgium, France, and Norway; in all of these countries, 
output should continue to grow unimpeded. The official 
attitude in the Netherlands, Denmark, Sweden, and 
Switzerland is that, although there is no immediate cause 
for worry, developments need to be kept under close 
surveillance. There has been some concern in the Fed- 
eral Republic of Germany, Austria, and the United 
Kingdom at the appearance of physical limitations to 
the growth of output and the revival of demand pres- 
sures; and Yugoslavia, too, seems to have entered a 
stage where the containment of demand pressure is a 
major issue. 

The promptness with which demand pressures have 
been anticipated during the present boom and the early 
identification of specific sectors of strain—provided the 
diagnosis is not colored by excessive caution—are 
described as a welcome indication that useful lessons 
have been learned from experience. This also applies to 
the timely reversal of previous measures of stimulation 
which took place in many countries as early as the 
autumn of 1959. In contrast to the last boom, this 
reversal occurred well before emerging strains on physi- 
cal resources had been reflected in price increases or in 
a deterioration of balances of payments. 


Some measures of credit restraint have been taken in 
nearly all the western European countries. With the 
exception of Western Germany, all these measures have 
been moderate. Draft budgets for 1960 generally pro- 
vided for smaller deficits or larger surpluses than in 
1959, when they were intended to stimulate economic 
activity. In most countries, budgets for the present fiscal 
year aim at slowing down increases in expenditure, and 
receipts are expected to increase much faster than in 
1959—a built-in effect of rising incomes. The final out- 
come will depend on the extent to which increases in 
expenditure can, in fact, be kept in check. The central 
government sector appears likely to be neutral or to 
have a mild damping effect in most western European 
countries. The major exceptions are the United King- 
dom, where the budget provides for a significant rise in 
current public expenditure in respect of higher outlays 
on defense and social services while the over-all deficit 
is to remain at about the same level as the final (though 
not the budgeted) deficit in the expansionary budget 


of 1959; and Western Germany, where the government 
sector will make a higher claim on domestic resources 
than in 1959. Many countries are attempting to apply 
mildly restrictive monetary and budgetary measures 
selectively. This is particularly true of the Netherlands, 
Denmark, Sweden, and Austria. Western Germany and 
the United Kingdom continue to use mainly over-all 
credit restraints. In the application of selective brakes, 
two sectors have usually been singled out—dwelling 
construction and private industrial investment. 


In addition to higher interest rates, more direct 
measures have been introduced to reverse the effects of 
earlier policies which used housebuilding to spark an 
expansion. In Austria, budgetary funds for dwelling 
construction have been reduced and public loans for 
this purpose temporarily banned. In the Netherlands, 
local authorities have been strongly urged to show mod- 
eration in issuing building permits; and in Switzerland, 
local authorities and banks have been enjoined to pre- 
vent demand for construction from exceeding the limits 
set by labor and other resources. In Denmark, where 
direct controls had already been imposed during 1959, 
a temporary ban was imposed in February on the start 
of new dwellings in Copenhagen and other towns. Steps 
have also been taken in several countries, e.g., Sweden, 
to slow down the rate of public construction. 

In the Netherlands, industrial investment was singled 
out for reduction in April—as a means of relieving 
pressure on building and engineering—on the grounds 
that the current ratio of investment is adequate to meet 
the structural needs of the economy. Tax allowances for 
investment in building and equipment were reduced and 
tax facilities for accelerated depreciation completely 
suspended for business investment in passenger cars 
and office equipment. Sweden introduced in April a 
system of tax-free deposits of investment funds to be 
frozen during 1960 and 1961; in Austria, selective 
exemption from the ban on public issues introduced in 
October 1959 was granted to certain branches whose 
expansion is unlikely to have an adverse effect on 
general equilibrium, or which are of long-term structural 
importance. 

Measures to curtail private consumption have been 
taken in only a few countries, and these have been very 
mild. The credit limitations imposed in the United 
Kingdom in May are likely primarily to affect personal 
loans, and moderate hire-purchase restrictions have 
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been reimposed. In the Netherlands, the temporary in- 
come tax increases introduced in 1957, which had not 
been lifted during the short-lived industrial recession, 
have been maintained for another year. 

Several countries, faced with a tight labor market, 
have attempted to ease the situation by measures affect- 
ing the demand for labor and the mobility of the labor 
force. In the Netherlands, some supplementary work 
projects, previously started to relieve unemployment, 
have been closed down; and in Norway, measures 
taken to combat regional pockets of winter unemploy- 
ment have been less extensive than previously. Sweden 
has striven to induce greater labor mobility by a system 
of family, travel, and general removal allowances, hous- 
ing assistance, and training courses. Western Germany 
and the Netherlands have joined countries such as 


GATT General Tariff Conference 


At the inaugural meeting of the 1960-61 GATT Tariff 
Conference, the U.S. representative said that the U.S. 
Government was satisfied that the objectives of the 
GATT and those of the Treaty of Rome, which had 
established the European Economic Community (EEC), 
are in basic harmony. The EEC decision to accelerate 
the implementation of the Treaty of Rome underlined 
the need to settle expeditiously the tariff problems that 
arose in determining the level of the EEC Common 
External Tariff. The U.S. Government welcomed the 
decision to offer a 20 per cent reduction in the Common 
External Tariff rates, but even a 20 per cent reduction 
would not, for some commodities, produce a rate con- 
forming to the equities of the situation. The U.S. repre- 
sentative expressed serious apprehension in regard to 
trade in agricultural products. No matter how well the 
problems in other fields might be resolved, a satisfactory 
over-all result cannot be reached unless at the same 
time the problems that relate to agriculture are dealt 
with in accordance with GATT principles. Unless greater 
opportunities for trade are provided than are now im- 
plied in the proposals of the Commission of the EEC 
for variable import levies on many important farm 
products, the system will work to the serious detriment 
of the United States and other third country suppliers. 
Anything that unduly insulates the Community market 
from the competition of world prices is out of harmony 
with the common GATT objective of the expansion of 
international trade. Fixed concessions granted by con- 
tracting parties cannot be measured against the uncer- 
tainty of variable import levies, which, by hypothesis, 
are subject to fluctuation. 


The representative of India said that since 1956 two 
regional economic groupings had come into existence 
which had not been envisaged when the GATT was 
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Switzerland, France, and Belgium in recruiting labor 
from southern Europe. 

New approaches in wage policy are also being tried. 
In the Netherlands, a new system of wage determination, 
operative since mid-1959, provides for some differen- 
tiation of wage increases by industry, and even by 
enterprise. Wage awards are to be geared to increases in 
labor productivity, and in exceptional cases profit levels 
will also be taken into account; in any event, wage 
increases are not to be passed on in price increases. 
In Austria, the Price-Wage Commission was endeavor- 
ing to negotiate a price-wage halt. In Belgium, employ- 
ers and union representatives signed an agreement in 
May to establish a system of long-term wage agreements. 
Source: United Nations, Economic Bulletin for Europe, 

Geneva, Switzerland, Vol. 12, No. 1, June 1960. 


established in 1948. The present conference will provide 
a test of how and to what extent these groupings can be 
reconciled with the principles of the GATT and the 
liberalization of trade on a world-wide basis. More 
attention should be paid in tariff negotiations to the 
relative imbalance in the economic position of the 
industrialized and the less developed countries, and the 
success of the present conference would depend greatly 
on the willingness of the industrialized countries to 
extend tariff concessions on semifinished and processed 
goods which the developing countries are increasingly 
able to export on the basis of natural cost advantages. 


The representative of Switzerland said that what all 
agricultural exporting countries really need are practical 
indications and, if possible, commitments by their trade 
partners which will give them a clear picture of what 
they can count on and what, on the other hand, with all 
the goodwill in the world they cannot reasonbly expect. 


Sources: GATT Press Releases, Geneva, Switzerland, 
September 2, 1960. 


Europe 


Overseas Sterling Holdings 

In the second quarter of 1960, sterling balances held 
by countries outside the sterling area rose by £118 mil- 
lion, to £940 million, the highest tota! for nearly a 
decade, and the largest increase recorded since quar- 
terly figures have been published. The holdings of the 
sterling area, apart from the United Kingdom, rose by 
only £5 million; mainly because of repayments to the 
International Monetary Fund, the sterling holdings of 
nonterritorial organizations fell by £27 million. Thus, 
total overseas sterling holdings rose by £96 million, to 
£4,275 million, also the highest figure for many years. 

Sterling holdings normally tend to rise in the second 
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quarter because of seasonal influences, but the increase 
this year was much greater than usual; some part of the 
rise may represent an inflow of short-term funds. 


Source: The Times, London, England, August 30, 1960. 


U.K. Reserves 


The U.K. holdings of gold and convertible currencies 
rose by £27 million in August; at the end of the month, 
they amounted to £1,097 million, an increase of 
£120 million since the end of 1959. During August, the 
United Kingdom made the £5 million repurchase from 
the International Monetary Fund that it was due to 
make that month, and also made the four monthly 
repurchases due between September and December; 
thus, when the repurchases from the Fund are ignored, 
U.K. reserves rose by £52 million. The Financial Times 
suggests that the sharp rise in August, usually an un- 
favorable month, shows that the inflow of short-term 
funds from other financial centers has not slackened. 
The measures taken recently by the Swiss authorities to 
curtail the flow of funds into Switzerland appear to have 
led to some switching of Belgian funds to London. But 
this, the Financial Times adds, is usually covered in the 
forward market. It points out that a considerable pro- 
portion of funds moving to London is not being covered 
against exchange risk, indicating confidence in sterling. 
The spot rate rose by 1/16 against the dollar on 
September 2 and closed at $2.81%. For some weeks, 
security sterling has been moving up to within a fraction 
of the official rate, and on September 2 it was only 
| /32 below that rate. 


Source: The Financial Times, London, England, Sep- 
tember 3, 1960. 


Price of Gold in London 


The London dollar price for gold on August 30 
reached $35.16 per ounce, compared with the US. offi- 
cial price of $35.0875, including % per cent commis- 
sion. Demand at the fixing was satisfied only when the 
price moved up % cent from the price on the previous 
day, to $35.155; continued demand for the metal after- 
ward was not fully met and the price edged up to $35.16. 
On September 6, the price was $35.19. The Times 
comments that a shortage of gold, rather than an in- 
crease in demand, was given as the reason for the 
upward movement. At present, there is more inquiry 
than business, but it is thought that business might 
broaden substantially if more supplies were forthcoming. 
Even at the current rate it is still cheaper to buy gold 
in London than in New York, if the intention is to 
move the gold to Europe, since freight and insurance 
charges would raise the effective price for purchases in 
New York to about $35.25. 


Demand for gold by European central banks con- 
tinues, and the market is further influenced by conver- 
sion by holders of deutsche mark and Swiss francs 
because of measures taken in Germany and Switzerland 
to restrict the inflow of foreign funds and speculative 
dealings. 
Sources: The Times, London, England, August 25 and 
31, 1960; The Wall Street Journal, New York, 
N.Y., September 7, 1960. 


Industrial Production in United Kingdom 


The rate of growth in industrial output in the United 
Kingdom has slowed rapidly in recent months. The 
preliminary estimate for the seasonally adjusted index 
for July is 120-121 (1954=100), which is no higher 
than the monthly average for the second quarter of 1960 
and less than | per cent above the first quarter’s average. 
The Times suggests two primary factors for the slowing 
down: some downturn in the production of consumer 
goods and a slackening in export demand, which, in 
total, may have outweighed the continued expansion in 
investment demand. 


Source: The Times, London, England, August 31, 1960. 


Monetary Policy in Finland 


Since the commercial banks in Finland did not 
comply with the repeated warnings issued by the Bank 
of Finland about the caution to be observed in regard 
to their liquidity position, the Bank introduced on July 1 
a progressively increasing penal interest rate on redis- 
counts that exceed a bank’s own funds. In a statement 
on this subject, the Governor of the Bank of Finland 
noted that, despite the substantial improvement in the 
trade balance in June, the deficit in the first half of the 
year was exceptionally large, reaching nearly Fmk 35 bil- 
lion (US$110 million). The other balance of payments 
items showed a surplus estimated at about Fmk 6 bil- 
lion; and long-term credit taken up abroad, mainly to 
finance purchases of machinery, was about Fmk 1 bil- 
lion in excess of repayments of external debt. If trade 
payments had been made at the same time as deliveries, 
Finland’s foreign exchange reserves would have fallen 
by about Fmk 28 billion ($88 million) during the first 
six months of the year. Actually, the net decline was 
only Fmk 6 billion ($19 million). There was thus a 
hidden deficit of Fmk 20-25 billion, most of which may 
be regarded as outstanding debt attributable to the fact 
that importers normally are allowed deferred payment 
terms extending up to about three months. If this hidden 
deficit had been paid off as it accrued, the debt of the 
commercial banks to the Bank of Finland would have 
risen substantially. 


The improvement last year in the liquidity of busi- 
ness firms and the consequent strengthening of the cash 
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position of the banks seem to have induced some banks 
to enter into excessive credit commitments. When de- 
scribing the tightening of conditions for rediscounting, 
the Governor said that monetary policy which is not 
supported by financial policy will be powerless to master 
the situation. Although the budget for this year was not 
drawn up especially with a view to catering to changes 
in the business trend, it has not, so far, had the effect of 
increasing total demand. But this fall, and also next 
spring, the budget may not exert sufficient influence in 
this direction. Current legislation will result in a sub- 
stantial increase in certain expenditures, and public in- 
vestment in education and transport must be increased 
On the other hand, private investment is now so high 
that the authorities should agree on postponement of 
new investment plans and on deferment of loans and 
fiscal concessions that would tend to stimulate private 
investment. 

The boom may be expected to persist, though per- 
haps at a slower tempo. Next fall and winter, it will be 
considerably more difficult to obtain commercial credit 
than it was in the past fall and winter. These consider- 
ations should prompt business firms to improve their 
liquidity, particularly by exercising moderation in their 
holdings of stocks. They should also re-examine care- 
fully their future investment plans, since there is a great 
risk at present of overstraining capacity. Instead, surplus 
resources may be deposited in investment funds in 
expectation of a more favorable time for investment, 
and exporters may open special reserve accounts with 
the Bank of Finland. In both of these cases, the deposits 
reduce the taxable income of the firms in question. 


Hufvudstadsbladet, Helsinki, Finland, Au- 
gust 21, 1960. 


Source: 


Deutsche Bundesbank Measures fo Ease Import Financing 

Effective immediately, the Deutsche Bundesbank will 
conclude swap transactions in U.S. dollars with German 
banks and will pay a premium of | per cent annually on 
such transactions. The new measure will apply also to 
the financing of import and transit trade; previously, 
forward covering transactions were concluded by the 
Bundesbank only for short-term money market invest- 
ments abroad. The dates of maturity are from 15 days 
to 6 months. The commercial banks will thus be able 
to buy spot dollars from the Bundesbank and resell 
them forward at the same time. 


It is thought that, by this measure, the Bundesbank 
aims at changing the customary way of financing im- 
ports. In the recent past, borrowing abroad by German 
banks and industry has increased substantially, thus 
contributing to the increase in foreign exchange reserves. 
From August 1959 to the end of June 1960, short-term 
credits taken up abroad by German banks rose from 


DM 268 million to DM 762 million. To a large extent, 
these foreign credits have been used to finance imports. 
If the Bundesbank now concludes swap transactions 
and grants a premium of | per cent, the banks will be 
able to give their customers credits in foreign exchange 
at correspondingly more favorable terms than previ- 
ously. The Bundesbank expects that importers will use 
this system of import financing to a larger extent than 
foreign credits. 


These new swap terms will also influence the 
conditions for German short-term investments in for- 
eign money markets. Interested banks can receive the 
premium of | per cent and increase the gross yield of 
their foreign investments. However, in Frankfurt bank- 
ing circles it is doubted that this premium will be suffi- 
cient to stimulate short-term investment abroad. Three- 
month treasury bills in New York now carry a yield 
of 2% per cent, which could be raised by the premium 
to 3% per cent. For paper with the same maturity, 
much higher yields can be earned in Germany; for 
money market paper, the yield is 4%-5 per cent, and for 
time deposits, 558-54 per cent. 


Under present conditions, London is also ruled out 
for new German short-term investment; three-month 
treasury bills carry a yield of 5% per cent in London. 
For investments in London, through a first trans- 
action with the Bundesbank, deutsche mark have to be 
exchanged in dollars; the dollars then have to be ex- 
changed for sterling on the free market. The costs for 
forward coverage from dollars to sterling amount to 
2 per cent at present; thus, the effective yield of British 
treasury bills would be 4% per cent, or below that of 
corresponding paper in Germany. 

Sources: Frankfurter Allgemeine Zeitung, August 25, 


1960, and Blick durch die Wirtschaft, Au- 
gust 29, 1960, Frankfurt am Main, Germany. 


Middle East 
DLF Loan fo Egyptian Industrial Bank 


A loan agreement under which the U.S. Development 
Loan Fund (DLF) will lend $7 million to the Industrial 
Bank of Egypt was signed on August 2. The funds will 
be used to provide medium-term and longer-term 
financing for private industries in implementation of the 
industrial development program of the Southern Region 
of the United Arab Republic. 


The Industrial Bank is located in Cairo and has been 
in operation since 1949. It is the major source of indus- 
trial credit for small and medium-sized Egyptian indus- 
tries, accounting for about 90 per cent of total long-term 
private industrial credit outstanding. 

Source: Development Loan Fund, Press Release, Wash- 
ington, D.C., September 2, 1960. 
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Cotton Developments in the Sudan 

Cotton production in the Sudan declined from 
672,200 bales (of 420 pounds each) in 1959 to 656,200 
bales in 1960, despite the increase in the area under 
cotton from 854,000 feddans to 917,000 feddans 
(1 feddan = 1.038 acres). The final output of the 
Sudan Gezira Scheme this year is, according to official 
figures, 428,700 bales of long-staple cotton, compared 
with 366,500 bales in 1959. 


The rate of disposal of the crop continues to be satis- 
factory. Up to August 27, about 331,000 bales had 
been sold by the Gezira Board, and private growers 
are believed to have sold most of their stocks. Shipments 
up to August 12 amounted to 369,200 bales, valued 
at LSd 22.1 million. The chief customers were the 
United Kingdom, which took 116,100 bales, India with 
81,200 bales, Mainland China with 33,900 bales, the 
U.S.S.R. with 25,600 bales, and Italy with 22,200 bales. 


Source: Middle East Economic Digest, London, Eng- 
land, September 2, 1960. 


Trade Agreement Between Libya and U.A.R. (Egyptian Region) 

A new trade and payments agreement between Libya 
and the United Arab Republic (Egyptian Region) 
became effective June 1, 1960, replacing the agreement 
of May 1956. The new agreement, like the previous one, 
provides for automatic renewal unless either party 
requests termination at least three months before the 
end of the agreement year. The main difference between 
the two agreements is a new provision requiring immedi- 
ate payment in sterling of any balances in excess of 
£750,000. In the previous agreement, the entire balance 
was payable by the debtor in sterling at the end of the 
agreement year. Provision has also been made for the 
payment by installments of an accumulated balance of 
about £2.1 million in favor of Libya. The Egyptian 
Region will pay £1.0 million in 1960 and the remain- 
der in four equal semiannual installments beginning 
June 30, 1961. 


Source: National Bank of Libya, Fourth Annual Re- 
port of the Board of Directors, Year Ended 
March 31, 1960, Tripoli, Libya, May 30, 1960. 


Far East 


Economic Policy of Ceylon 


In the Throne Speech opening the Fifth Parliament 
of Ceylon, the Governor-General stated among other 
things that, in order to expedite planned development 
and to provide for greater coordination, a National 
Planning Department would be set up under the Min- 
istry of Finance and a Foreign Aid Department under 
the Ministry of Defense and External Affairs. The Gov- 
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ernment welcomed the investment of foreign capital and 
would issue, in due course, a statement outlining the 
conditions applying to such investments. 


Life insurance business is to be nationalized and 
legislation is to be introduced to regulate insurance 
business generally. However, the Government does not 
consider it advantageous to undertake the nationaliza- 
tion of estates and plantations. 


Source: Ceylon News, Colombo, Ceylon, August 18, 


1960. 


Viet-Nam’s Abaca Production 

The results of Viet-Nam’s first experiment to cultivate 
abaca (see this News Survey, Vol. XII, p. 465) were so 
encouraging that a three-year plan to put under culti- 
vation 500 hectares, which should yield 500 tons of 
fibers a year, has been announced. Pending the installa- 
tion in Viet-Nam of machinery to process abaca fiber, 
it is planned to export such fibers to Japan, to a value 
of about US$250,000 a year. The present price for 
abaca fiber is between $400 and $735 per ton. 


Source: L’Information du Viet-Nam Economique et 
Financiére, Saigon, Viet-Nam, August 28, 1960. 


Trade Regulations in Korea 

The State Council of Korea approved on July 20 
abolition of the regulation requiring that registration as 
an importer or exporter should be canceled if the trad- 
ing firm failed either to export goods of at least $20,000 
in value or to import commodities worth at least 
$100,000 annually. The regulation that requires an 
import-export firm transacting business on a credit basis 
to make a guarantee deposit with the Bank of Korca 
was also abolished. 


Source: The Korean Republic, Seoul, Korea, July 21, 
1960. 


United States 
U.S. Plant and Equipment Expenditures 


Expenditures on new plant and equipment in the 
United States in 1960 are estimated at $36.4 billion, 
according to the Government’s latest quarterly survey 
of business plans. This is $700 million, or 2 per cent, 
less than projected in February of this year, but $3.8 bil- 
lion, or 12 per cent, above the total for 1959. The 
survey indicates that capital expenditures, after rising 
from a seasonally adjusted annual rate of $35.2 billion 
in the first quarter to an estimated $36.3 billion in the 
second, are expected to level off at around $36.9 billion 
in the last two quarters of the year. 


The annual rate of actual expenditures in the second 
quarter of 1960 was about $700 million less than 
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expected in the survey published last June. In most 
principal industries, as well as in the aggregate, the 
data reported by business in the latest survey indicate 
that little change in expenditures is expected during the 
third and fourth quarters of this year. 

Source: The Journal of Commerce, New York, N. Y.., 
September 6, 1960. 


Latin America 


‘FC Investment in Mexico 

“he International Finance Corporation (IFC) 
announced on September 2 a commitment to invest 
US$280,000 in Acero Solar, S.A., of Mexico, for an 
expansion chiefly for the manufacture of high speed 
twist drills. 

The total cost of the project is estimated to be the 
equivalent of $640,000. The IFC investment will be in 
unsecured dollar notes bearing 7 per cent interest pay- 
able in dollars and maturing bk: cen 1964 and 1970. 
IFC will also receive a right to participate in profits. 


IFC’s commitment is subject to completion of the 
necessary legal formalities. 


Source: International Finance Corporation, Press Re- 


lease, Washington, D.C., September 2, 1960. 


Cuba's Economic Relations with Eastern Europe 


The secretariat of the Council for Mutual Economic 
Assistance of the countries of Eastern Europe has 
recommended that, in relation to credits and payment 
facilities, its members should grant the same advantages 
to Cuba as to each other. Credits should carry interest 
at rates between 2 per cent and 3 per cent. This recom- 
mendation has been accepted in the agreement between 
Cuba and Czechoslovakia for a ten-year credit for 
$20 million which was concluded in July. 


Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 
August 5, 1960. 


U.S. Aid to Colombia 


The Export-Import Bank of Washington and the 
Development Loan Fund announced on August 31 the 
allocation of $70 million in support of road building, 
rural settlement, agricultural development, municipal 
waterworks, and urban home financing programs of the 
Government of Colombia. 


Of the $70 million, the Export-Import Bank has 
authorized credits totaling $45 million, and the Devel- 
opment Loan Fund has authorized credits totaling 
$25 million. The credits from the Export-Import Bank 
are available to finance the acquisition of U.S. equip- 
ment, materials, and services required for the construc- 
tion of 12 penetration roads into 5 settlement areas, 


and for the construction of a national secondary road 
network; for the provision of municipal water and 
sewage facilities; and for the importation of agricultural 
equipment by the Agricultural Development Bank, an 
agency of the Colombian Government. The credits 
from the Development Loan Fund will be available to 
help meet the local costs of providing the 12 penetration 
roads, to help provide agricultural and settlement credits 
in support of a 5-year program for locating 50,000 
settlers in the 5 settlement areas, and to assist a national 
public institution to support private savings and loan 
associations in the financing of low-cost and medium- 
cost housing in urban areas. 


Source: The Export-Import Bank of Washington, Press 
Release, Washington, D.C., August 31, 1960. 


Peru's 1961 Budget 


Peru’s draft budget for 1961, which was submitted 
for legislative approval on August 27, provides for an 
increase of S/. 1,181 million in expenditure, which will 
make total expenditures $/. 9,050 million. The ordinary 
or cash budget will be increased by S/. 815 million, 
including S/. 150 million for initial expenditures in 
connection with the agrarian reform and housing pro- 
gram, which complements $53.5 million granted by the 
United States for this purpose. In addition to other 
development expenditure, outlays of S/. 565 million 
arise from increased requirements for public education, 
pension accounts, and retirement funds. 


Public expenditures cannot, in the view of the Gov- 
ernment, be cut without a mass dismissal of public 
employees. Accordingly, in order to achieve budgetary 
equilibrium, which is described as the cornerstone of 
the Administration’s monetary stability and economic 
development policy, it is necessary to increase taxes. 
Seven tax bills will be submitted to the legislature. The 
prospects for increased receipts from taxation are 
enhanced by the fact that production is rising. Gross 
national product for the current year is expected to be 
at least 8 per cent greater in real terms than in the 
preceding year, and in 1961 some key development 
projects are expected to be in full swing. 

Source: Banco Continental, News Letter, Lima, Peru, 
August 29, 1960. 


U.K. Loan to Chile 


The U.K. Government is making a loan of £2 million 
to the Chilean Government as a contribution toward the 
reconstruction effort following the earthquake in May. 
The loan, which is being made under Section 3 of the 
Export Guarantee Act, will be used to pay for U.K. 
goods and services and will be repayable over 10 years. 


Source: The Financial Times, London, England, Au- 
gust 30, 1960. 
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Other Countries 
New Zealand Budget 


When presenting to the Parliament the government 
budget for the fiscal year ending March 31, 1961, the 
New Zealand Finance Minister stated that, after passing 
through balance of payments difficulties, the country is 
now on the threshold of a period of unprecedented 
growth. The Government's fiscal and economic policies 
have been designed to facilitate and to stimulate this 
growth and to counter the threat of a return of infla- 
tionary conditions. 


The income tax rates have not been changed in the 
new budget; revenue from this source, together with 
proceeds from the social security tax, is expected to 
amount to £NZ 192.5 million in 1960-61, against 
£NZ 175.9 million shown in the closéd° accounts for 
1959-60. Proceeds from the sales tax and customs duties 
in 1960-61 have been estimated at £NZ 21.5 million and 
£NZ 40.0 million, respectively, compared with actual 
receipts of £NZ 24.2 million and £NZ 43.4 million in 
1959-60; the total decrease of £NZ 6.1 million in pro- 
ceeds from these two sources is due to the lowering of 
the sales tax on motor vehicles from 40 per cent to 
33% per cent and the reductions in the customs duties 
on petrol, cigarettes, and cut tobacco. The customs 
revenue will be affected also by changes in tariffs on 


113 items—a first installment of the proposed complete 
tariff revision (see this News Survey, Vol. XII, p. 428) 
—although the increases and reductions largely offset 
each other. Total revenue from taxation has been set 
at £NZ 291.5 million in the 1960-61 budget, against 
£NZ 278.6 million in the closed accounts for 1959-60; 


and total current revenue under the consolidated 
and social security funds has been estimated at 
£NZ 338.2 million, compared with £NZ 317.4 million 
in 1959-60. 


Most of the current expenditure items are higher than 
in the 1959-60 budget. The outlay on social services, 
at £NZ 85.4 million, is £NZ 8.8 million more than in 
1959-60; half of the increase is due to higher expendi- 
ture on education. Aggregate expenditure on social 
security, at £NZ 119.8 million, has been increased by 
£NZ 10.6 million, and smaller increases have been 
budgeted for such categories as stabilization, mainte- 
nance of public works and roads, and development of 
primary and secondary industries. Current expenditure 
under the consolidated and social security funds 
totals £NZ 346.0 million in the 1960-61 budget, com- 
pared with actual expenditure of £NZ 319.2 million 
in 1959-60. Thus, the excess of current expenditure 
over current revenue (excluding highways taxation) is 
estimated at £NZ 7.8 million, which compares with a 
deficit of £NZ 1.8 million in the closed accounts, and 
with a budgeted surplus of £NZ 1.0 million, for 1959-60. 


The Government’s program for capital outlay in 
1960-61 estimates total expenditure at £NZ 96.5 mil- 
lion, which is £NZ 11.5 million more than the estimated 
cost of the program for 1959-60. Of this increase, 
£NZ 4 million represents an increase in the Govern- 
ment’s advances for investment purposes. Increases in 
expenditures on public works relate to practically all 
categories; the most marked change is in the outlay on 
the construction of dwellings and educational buildings, 
which is to increase by £NZ 3.9 million, to £NZ 21.4 mil- 
lion. In discussing the financing of the capital program, 
the Finance Minister stated that the program was based 
on the assumption that incomes of individuals and com- 
panies would show a marked increase in the current 
year and that, as a result of the stimulus to saving which 
the budget would foster, the Government’s capital pro- 
gram could be financed without resort to extensive bor- 
rowing from the Reserve Bank. Thus, small savings 
accruing to the state financial institutions are expected 
to cover £NZ 22.0 million of the cost of the program 
(£NZ 10.0 million in the 1959-60 program), and 
£NZ 32.6 million is accounted for by highway taxes, 
depreciation reserves, and other miscellaneous 
capital receipts (£NZ 27.7 million in 1959-60). 
Proceeds from the 1960 Development Loan are esti- 
mated at £NZ 15.1 million, against receipts of 
£NZ 14.2 million from the 1959 Works Loan; the 
remaining £NZ 26.8 million is to be financed by invest- 
ment funds included among current expenditure, by a 
further internal loan, and possibly by raising a small 
external loan if needed. 

Source: Reserve Bank of New Zealand, Bulletin, Wel- 
lington, New Zealand, August 1960. 


South African Gold Sales and Production 

About one quarter (£61,448,000) of the gold disposed 
of by the South African Reserve Bank in the year ended 
March 31, 1960 went outside the London market. Of 
this amount, £21,575,000 was sold against payment in 
sterling at a price slightly better than the current market 
price. Another £32,502,000 was sold under schemes 
run by the Bank and the Chamber of Mines, whereby 
gold is made available in the Union to nonresidents of 
the sterling area at a price, in sterling or dollars, based 
on the London market price, but with a concession that 
offsets some of the forwarding charges to London of 
which payment would have to be made if delivery had 
not been taken in the Union. A transfer of £1,400,000 
was made to the Mozambique Government in connec- 
tion with the wages of native mineworkers; £305,000 
was sold to the mint for local users; £1,197,000 went to 
meet the final capital repayment and interest on loans 
from the Bank for International Settlements; and 
£4,429,000 was paid to the International Monetary 
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Fund in connection with the increase of South Africa’s 


quota and £40,000 to meet charges on drawings from 
the Fund. 


In June 1960, for the third successive month, the 
South African gold mining industry established new 
records for both output and value, total production 
rising by 9,088 fine ounces to 1,812,865 ounces, valued 
at £22.7 million. The highest rate of increase continues 
to be recorded by mines in the Orange Free State, but 
production in the Transvaal has also been well main- 
tained. The seasonal decline in the Bantu labor force 
continued in June, when the total number employed 
was 380,593. Exports of prescribed materials under the 
Atomic Energy Act (mainly uranium oxide) in the first 
six months of 1960 amounted to £24.1 million, against 
£24.9 million in the first six months of 1959. 


Sources: The Star, Johannesburg, South Africa, July 7, 
1960; Barclays Bank D.C.O., Overseas Re- 
view, London, England, August 1960. 


Ghana's Treasury Bills 
A Bank of Ghana £G 2 million issue of 91-day 


treasury bills, on behalf of the Ghanian Ministry of 
Finance, was fully subscribed on July 12. 


Source: Barclays Bank D.C.O., Overseas Review, Lon- 
don, England, August 1960. 


Aid to Ghana 


A. delegation from the Government of Ghana, led by 
the Minister of Finance, recently completed discussions 
with the World Bank, the U.S. Government, and the 
U.K. Government regarding the financing of the Volta 
River Project. Following these discussions, the Ghana 
Government announced that firm assurances have been 
received from these sources for loans totaling £30 mil- 
lion when a satisfactory agreement with the Volta 
Aluminum Company (VALCO) has been reached. 
(VALCO was founded by a number of aluminum pro- 
ducers and has been negotiating with the Ghana Gov- 
ernment about the establishment of an aluminum smelter 
in Ghana.) It was also announced that, with Ghana’s 
contribution of another £30 million, the financing of 
the dam and power project is assured. The Government 
of Ghana hopes to reach a satisfactory agreement at an 
early date with VALCO for the construction of the 
smelter. 


A press announcement published in Moscow says 
that Ghana and the Soviet Union have signed agree- 
ments on economic and technical cooperation and trade. 
rhe Soviet Union has granted Ghana a long-term credit 
of 160 million rubles (about £14.5 million at the official 
rate) to defray Soviet expenses in giving the technical 


help. Under the technical cooperation agreement, the 
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two countries will cooperate in prospecting for mineral 
resources in Ghana, in building industrial plants and 
power dams, and in organizing model state farms. 
Among the goods which the Soviet Union will send 
Ghana are machinery and equipment, rolled steel, petro- 
leum products, and building materials. Ghana will 
export to the Soviet Union cocoa beans, coffee, copra, 
rubber, and fruit. 


Sources: Embassy of Ghana, Press Release, Washing- 
ington, D.C., August 19, 1960; The Financial 


Times, London, England, August 29, 1960. 


Import Duties in Southern Cameroons 


As from October |, goods imported by the Southern 
Cameroons from Nigeria will be liable to import duty. 
Similarly, goods imported by Nigeria from the Southern 
Cameroons will be subject to import duties in Nigeria. 

When Nigeria becomes independent on October 1, 
the Southern Cameroons will no longer be part of the 
Federation of Nigeria, pending the outcome of next 
year’s plebiscite on its future association with either the 
Federation of Nigeria or the Republic of the Cameroons. 
Source: The Financial Times, London, England, Sep- 

tember 6, 1960. 


New Bank in West Indies 


A new bank, the Swiss West Indies Bank, will open 
at Port of Spain in October. The bank, which has strong 
backing from abroad, will make available BWI$480 mil- 
lion (£100 million) for approved projects throughout 
the West Indies Federation. 


Source: The Financial Times, London, England, Au- 
gust 30, 1960. 


Corrigendum 


Vol. X11, No. 60, September 2, 1960, page 481, 
item “Wholesale Price Index in Korea”: Line two should 
read “...upward trend that began in October 1958.” 
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